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A Historical Analysis of Racial Disparities in Wealth Accumulation and Homeownership
Allison Lee ‘21 – (Sponsor: Professor John Brown)
Question and Focus Area 
• What impacts have redlining and urban renewal had on the
wealth accumulation and homeownership rates of Black
Americans?
• 3 cities: Baltimore, Cleveland, and Milwaukee
Interpretations and Conclusions 
• Having a lower HOLC grade rating is associated with lower median housing
values. While this is improving over time in most D-graded neighborhoods,
it is persisting and worsening in C-graded neighborhoods. Lower housing
values are more persistent in D-graded, predominantly Black
neighborhoods.
• The largest share of Black homeowners reside in C-graded neighborhoods,
with the proportion of Black homeowners growing over time in all
neighborhoods.
• Urban renewal projects did not have a significant negative impact on Black
homeownership in 1990 or 2018. Rather, Black homeownership rates in
the project and the area surrounding it often grew. The explanatory power
of this regression is low. However, in 1990, housing values in
predominantly Black neighborhoods impacted by a project fell, while those
in predominantly white neighborhoods grew.
• The influences of HOLC maps and urban renewal projects are, for the
most part, decreasing over time. The exception can be seen in block
groups where the populations is at least 75% Black.
• Overall, HOLC maps in these 3 cities had a negative impact on Black
homeownership and on housing values, limiting wealth accumulation.
Urban renewal had more of an ambiguous impact, having a positive
influence on Black homeownership rates, but an initially negative impact
on housing values in Black neighborhoods.
Results - 1990 
Historical Background
• During the New Deal Era, the Home Owner’s Loan
Corporation (HOLC) commissioned risk assessment maps to
help it make loan decisions to aid households who were
about to go into default as a result of the Great Depression.
• These maps provided four grades: A, B, C, and D, with areas
graded D being highly risky. They heavily discriminated by
race, with neighborhoods containing African Americans
consistently being graded D, even if they were middle class
and represented little risk.
• While the HOLC still provided loans to C and D graded
neighborhoods, its appraisal practices were adopted by the
Federal Housing Administration (FHA) and the Veterans
Administration (VA) for their extensive lending in the 1940s
and 1950s.
• As a result, Black Americans were largely denied the ability
to acquire low-cost loans and become homeowners during a
period of widespread suburbanization for white households,
confined to neighborhoods that lacked financial investment.
• Because of this disinvestment, many of these neighborhoods
deteriorated into “slums.” At which point, large scale
redevelopment projects were proposed and many of the
slums were razed. This kind of “redevelopment” became
known as “urban renewal.”
• Since the homes that were destroyed were
disproportionately occupied by people of color, the poorly
compensated repossession of people’s homes contributed to
“intergenerational wealth theft” and growing racial
homeownership gaps that still exist today.
Theory
• Households maximize utility when deciding where they want
to live and whether they want to rent or buy. Banks
maximize profit when deciding where and whom to lend to.
• Popular, self-reinforcing beliefs that Black households drive
down housing values and preferences for racial segregation
further encourage banks to make discriminatory lending
decisions that negatively impact Black families’ ability to
access loans and thus homeownership
• Homeownership is one of the most important ways low- and
middle-income families accumulated wealth in the postwar
period through gains in equity, so limits to homeownership
create wealth gaps.
Hypotheses
• Having a lower HOLC grade rating will correspond to lower
housing values
• HOLC graded areas with a lower rating will have fewer Black
homeowners but a larger Black population
• Urban renewal projects will have a negative influence on
Black homeownership rates
Results - 2018Baltimore Black Population Distribution 1940 vs 1990
Column1 (1) (2) (4) (5)
VARIABLES log(median_value1990) shre black h-owners 1990 log(median_value1990) log(median_value1990)
if shareblack<.25 if shareblack>=0.75
holc_grade==B -0.160*** 0.062 -0.110*** -0.008
holc_grade==C -0.255*** 0.161*** -0.135*** -0.160*
holc_grade==D -0.276*** 0.046 -0.200*** -0.238***
0.25 miles from project -0.208 0.956*** 1.697*** -0.478**
0.5 miles from project -0.064 0.486*** 0.742*** -0.326***
0.75 miles from project -0.170*** 0.234*** 0.154** -0.284***
1 mile from project -0.185*** 0.221*** -0.050 -0.197***
within project -0.114** 0.357*** 0.108 -0.016
Cuyahoga -0.364*** -0.144*** -0.513*** -0.263***
Milwaukee -0.439*** -0.116*** -0.502*** -0.361***
log(median_value_1940) 0.764*** 0.904*** 0.394***
shre black h-owners 1940 0.589***
Observations 2,006 2,046 1,042 727
R-squared 0.573 0.174 0.718 0.469
t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1















holc_grade==B -0.249*** 0.133* -0.176*** -0.118
holc_grade==C -0.379*** 0.231*** -0.251*** -0.314***
holc_grade==D -0.161** 0.159** -0.013 -0.236**
0.25 miles from project 1.219*** -0.083 2.623*** 0.994**
0.5 miles from project 0.454*** 0.573*** 0.832*** 0.625***
0.75 miles from project 0.127 0.110 0.521*** 0.080
1 mile from project -0.151** 0.109 0.129 -0.066
within project 0.004 0.456*** -0.162 0.193**
Cuyahoga -0.720*** -0.214*** -0.938*** -0.710***
Milwaukee -0.526*** -0.219*** -0.749*** -0.554***
log(median_value1940) 0.693*** 0.663*** 0.566***
share black homeowners 1940 0.635***
Observations 1,364 1,542 544 481
R-squared 0.401 0.092 0.542 0.551
t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1
